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ASH. dividends paid on common 

stocks listed on the New York Stock 
Exchange amounted to $5,403,664.000 in 
1950. 

The gain over the 1949 total was 
$1.119,000.000, or 26.1 per cent. These 
results reflect the favorable conditions in 
industry throughout the full year. Most of 
the earlier post-war years, it will be re- 
membered, were marked by short inter- 
vals, usually of only two or three months’ 
duration, of business recession. 
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took place in the fourth quarter. At the 
end of the first nine months, both groups 
showed moderate declines from the 1949 
level of aggregate payments. When the 
full year’s results were in, the railroad and 
rail equipment group showed a gain of 
5.3 per cent, and textile companies of 5.7 
per cent, over the 1949 dividend total. 
Viewing the entire roster of 930 divi- 
dend-paying stocks, the average dividend 
return in 1950 amounted to 6.7 per cent. 


computation of average yield for only 
those listed common stocks which have 
paid a cash dividend every year for 20 
years or longer. While continuity of divi- 
dends is only one of many factors to be 
considered in determining the investment 
merit of a stock, this group would in- 
clude most of the equities in demand by 
personal trusts, pension funds and other 
institutional investors. 

At the end of 1950 the average yield of 








a 
Of the 1.039 common stocks of all in- based on market prices of last December _ the 299 listed common stocks with 20-year- ‘ 
dustrial classifications in the list, more 30, This is the median average yield—that _ or-longer dividend records was 6.1 per cent. : 
than 89 per cent paid dividends. is, the middle percentage figure when the The per-share payments of the 299 t 
Of the 930 dividend payers. 62 per cent yields of all of the individual stocks are stocks, and recent yields, have been com- t 
paid more than in 1949. arranged in order from lowest to highest. piled in a 1951 edition of the booklet. r 
Twenty-eight per cent of the common The range of the yields on individual “Investment Facts about Common Stocks i 
stocks making payments distributed the  jssues is shown in the table at the bottom and Cash Dividends,” which may be ob- 
same amounts as in 1949. of the right-hand column. More than one- tained from members or member firms { 
Heavy industries were well represented half of the stocks were returning their of the Stock Exchange. or from THE 
among the concerns paying increased owners an income of from 5 to 9 per EXCHANGE Magazine. t 
dividends. The ten industrial groups with cent at year-end prices. More so than is usually the case at Q 
the widest percentage gains in dividends \t the limits of the table. there were al- the turn of a year, the 1950 record is i 
are shown in the table below. The details — jyost as many issues yielding 12 per cent now a matter of history. Investors have 
of dividends in all the stock groups are or higher as there were below 3 per cent. by now turned their thoughts to such | 
shown in a survey of year-end market sta- The year 1950 was notable in that. new developments as the impact of higher ‘ 
tistics on page 12 of this issue. There were while stock prices advanced 17.6 per cent. Corporate income and excess profits taxes. t 
only two industries. shipbuilding and op- as measured by the Dow-Jones industrial probable rates of earnings on armament ( 
erating, and leather, in which group pay- average, dividends also increased sub- production, and the extent to which cor- t 
ments were below the 1949 level. stantially so that at the end of 1950 the porations will need to retain cash for new ‘ 
Favorable dividend trends had been in average yield of 6.7 per cent on all divi- _ facilities. 
evidence in most industries throughout the —dend payers compared closely with the 


year. But in two cases, the rails and the 
textiles. the improvement in dividends 





PERCENTAGE GAINS IN DIVIDENDS 


7.0 per cent average recorded in 1949. 
The satisfying common stock yields 

available in the market in recent years 

have led to a demand for equities not only 





YIELD Groups oF 930 Common Stocks 
Wuicu Paw Casu Divipenps 1n 1950 


oF 10 INDUSTRIAL GROUPS from individual investors but from other Le be | 

1950 vs. 1949 important new sources. \ sizable part of aioe. .... 

pa the buying in the stock market has been, 20 to 2.9 “ 
Electrical equipment ...... 61.0% according to reports, for personal trusts, es - a ” 
ee 17.9 pension funds, universities and other in- 3.0to39 . . . . 2 . 48 
Steel and Iron............ 14.7 stitutional investors. Through both statu- 40to49 2 2. 2 1 1 
Rat 12.2 tory and policy changes. the demand for X0t05.9 . 2 2. 2 2 . 158 
Mit |. 36.0 dividend-paying equities by these groups C6wG9 .....s FR 
= has become increasingly important. Their TOTID . ws ee es 

Rubber a la vege purchases, logically, have been primarily 8.0to89 ... . . . 109 
Aircraft ...............5. 31.5 of the better-grade. seasoned dividend- 90t099 . . 3 
Amusement .............. 31.1 payers. 10.0to10.9_ . . 39 
PN sie catus natn wks 96.4. In addition to its computation of av- 110toll9 ..... 29 
a | or 24.3 erage yield for all listed dividend payers, se aa 39 

the Stock Exchange makes a separate se pees 
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VINCE Korea there have been signs of 
~ a definite change in the attitude of 
investors toward railroad securities. An 
armament economy has dispelled fears of 
a primary post-war depression. The arma- 
ment activity foreshadows capacity opera- 
tions in the heavy industries, so much so 
that over-all transportation needs will 
probably exceed transportation facilities 
in the entire rearmament period. 

If this holds true, adverse competitive 
factors, which in the last decade resulted 
in the loss of substantial rail traffic to 
trucks, waterways and airplanes, prob- 
ably will be minimized, if not entirely 
ignored, by the investor. 

The appeal of railroad securities is 
likely to grow as investors become more 
aware of the relatively advantageous posi- 
tion of the railroads, in comparison with 
other industries, in the treatment afforded 
them in the new excess profits tax bill. 
This bill virtually insures higher earnings 
for the Class I carriers in 1951 as com- 
pared with 1950. This is in marked con- 
trast to probable 1951 results for the aver- 
age industrial company. 

Between Korea and December 30, 1950. 
railroad indices compiled by Dow-Jones 
rose as follows: Ten Second Grade Bonds 


SEE 





from 90.60 to 98.40; ten Income Bonds 
from 63.85 to 80.96; and 20 Railroad 
Stocks from 52.36 to 77.64. 

What is the outlook for the railroad 
industry in 1951? Any forecast of rail- 
road earnings for the next several years 
made today is far more difficult than in 
normal times when any projection, even 
though well considered. is subject to some 
degree of error. We do know our econ- 
omy is tending more and more toward an 
ever-increasing imposition of government 
controls. A present unknown factor is 
whether Russia will remain passive, while 
we and the Western Powers rearm, or 
whether this will provoke hostilities. In 
the latter event. one has no basis of fore- 





HEAVIER TRAFFIC, 
CONTINUING GOOD INCOME IN 


195] 


By Pierre R. Bretey 


casting potential damage through use of 
the newer forms of destruction. 

Assuming, however, that we are able to 
avoid war, then certain tentative con- 
clusions can be drawn concerning railroad 
prospects for the next several years, 

Barring strikes, freight traffic in 1951 
should approximate, in ton miles, the 
World War II peak level in 1944. Today 
the ton mile rate is 20 per cent higher 
than in 1944: so that freight revenues. 
aided by the longer military traffic hauls, 
should reach higher levels than ever be- 
fore attained. 

Car utilization should improve consid- 
erably, setting the stage for higher earn- 
ings. Most industries, under O.D.T. or- 
ders, will probably be forced to load and 
unload freight cars on Saturdays and Sun- 
days. Higher loadings per car may again 
he compulsory. 

Net profits from freight operations 
should be higher than in World War II. 
In addition to longer hauls and better bal- 
anced traffic, rates on government traffic 
are no longer subject to land grant re- 
hates, which in the last war averaged 50 
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per cent of the civilian rate. This is of 
particular importance to the western 
carriers. 

In recent years operating deficits from 
passenger service have been increasing 
sharply. under the operation of the Inter- 
state Commerce Commission formula. In- 
cluded in passenger losses have been defi- 
cits on head end business, including mail 
and express. But now the outlook is much 
more encouraging. The increase in mili- 
tary personnel and the reactivation of 
army camps will add substantially to pas- 
senger revenue. 

Interim increases in mail rates have 
heen authorized and further increases 
which are in prospect should transform 
recent substantial mail losses to nominal 
proportions, or even bring slight operat- 
ing profits. If parcel post rates are raised, 
this will help the over-all results of the 
carriers express business, 

Over-all, passenger losses should be re- 
duced to considerably smaller proportions 
in L951. 


Wage Outlook 

Over the long term, wages are likely to 
continue their rise of recent years. But the 
most recent settlement freezing rail wages 
for three years, and permitting adjust- 
ments only to reflect higher living costs, 
should benefit the railroads greatly. This 
contract, if adhered to, will tend to sta- 
hilize the rails’ labor costs fairly well. 

The wage increases which have recently 
heen authorized, as well as those now in 
prospect for the Brotherhoods which so 
far have not received an increase since 
1948, will in all likelihood be absorbed by 
a combination of (a) moderate freight 
rate increases and (b) operating efficien- 
cies resulting from a greater volume of 
business. 

Railroads are today in far better finan- 
cial shape than on the eve of World War 
Il. Then the carriers’ finances were im- 
paired and the physical condition of prop- 


erty was relatively poor. Today railroad 
finances are quite confortable with work- 
ing capital of $1,400.000,000, which is 
equivalent to four years’ current fixed 
charge requirements. 

The industry’s plant is generally ad- 
mitted to be in the best condition of its 
long history, with $9,000,000,000 having 
been spent on gross additions and better- 
ments since 1940. Approximately $5,000- 
000.000 of this sum was spent since V-J 
Day. Operating efficiencies currently re- 
flect the cumulative benefits of these 
expenditures. 





EWING GALLOWAY 
“Railroads today are in far better financial 
—and physical—shape than on the eve of 


World War II.” 


It is necessary to inject a few words of 
caution into an otherwise bright picture. 
The industry is constantly threatened with 
higher wage and material costs and with 
the subsidized competition of inter-city 
truckers, airplanes and inland waterways. 
The impact of this subsidized competition 
will be relatively small during the rearma- 





ten defaulted bond average on January 1, 





Price TRENDS OF RAIL SECURITIES BEFORE KOREA 


Dow-Jones Averages 


ren Second Ten Ten 
Grade Twenty Defaulted Income 
Bonds Stocks Bonds Bonds 
Oct. 30, 1939 (Pre-War) . . . . . 49.59 31.83 10.49 N.B. 
Jan. 1942 (Post-Pearl Harbor)  . 53.75 28.90 17.88 N.B. 
Spring 1946 (Approx. Peak) . . . 103.04 68.36 62.81 N.B. 
1946-50 (Approx. Low) . . . 81.98 11.03 N.B. 52.20 
June 26, 1950 (heres) .. «+ « + « SM 52.36 N.B. 63.85 
N.B. Dow-Jones substituted income bond average 1 


1947 








ment period, but later on it will reappear, 
probably with increased vigor, as is indi- 
cated by the inroads made by these agen- 
cies from V-J Day to the present. This fac- 
tor should not be overlooked in assessing 
the over-all rail picture. 

The rigid cost structure of the rail- 
roads is another factor which periodically 
presents problems. Back in 1946, it will 
be remembered, rail securities lost favor 
with many investors when the ICC failed 
to adjust rates when the carriers were 
faced with a wage increase retroactive to 
January | of that year, While the ICC did 
permit a small increase in July, it was 
not until January 1, 1947, that an ade- 
quate rate increase was permitted. 

\s a consequence of the failure of the 
ICC to act promptly. whatever thoughts 
investors had had concerning restora- 
tion of railroad credit during World War 
Il, such as reduction of debt and 
strengthened finances, were dispelled. 
Railroad credit did not recover from this 
blow for years and, despite excellent post- 
war earnings, railroad securities gave a 
poor account of themselves up to the time 
of the Korean crisis. The pre-Korea trend 
of rail securities prices is shown in the 
accompanying table. 


Trend of Earnings 

Rail earnings have fluctuated widely 
since V-J Day, and in 1950 were lower 
than in 1929, even though ton miles 
hauled have increased sharply since that 
time. The recent trend, and comparisons 
with 1929 and 1937, are shown in the 
following tabulation: 





Net EARNINGS OF CLAss I RAILROADS 


( Million) (Million) 
1929 . . . $896.8 1946 .... $287.1 
1937... 98.1 1947 .... 478.9 
1941... 499.8 1948 .... 698.1 
1943... Sis 1949 , 438.1] 


1945... 450.4 1950 (Est.). 725.0 





Provided the favorable excess profits 
tax status of the carriers is not mate- 
rially changed, it is believed earnings in 
the next several years will rise to around 
the $750.000,000 level. This would con- 
trast with estimated income of $725,- 
000,000 for 1950, which is an overstated 
figure due to $150,000,000 of back mail 
pay received last year. These earnings, if 
realized, should lead to continued mod- 
ernization of plant, dividend disburse- 
ments slightly higher than in recent years, 
and a moderate reduction in debt. 
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MANAGING A 
SMALL FUND 


Capital Gain and 


Income Trend Traced 


Over 15 Months 


By William W. Craig 


HIS article may collide with the ideas 

of some readers about adequate in- 
vestment diversification. It may also dis- 
turb the thinking of persons who hold that 
at least $50,000 capital is required for a 
common stock fund which would permit 
management to have reasonable scope— 
anything smaller being likely to cramp 
management. 

The statistics in the table on the next 
page were transcribed from the experience 
of an actual “portfolio.” if this word can 
logically be used to describe a fund of 
less than $7.500 in stocks. A glance at the 
column headed “Principal Value” will 
show that during no more than 15 months 
of active management, down to Jan. 1 
last, the fund grew 55 per cent. So hefty 
a showing would call for detailed explana- 
tion even in such a bull market as 1950 
unfolded; and in approaching an exposi- 
tion of investment principles, which this 
investment case history promotes, it is 
necessary to tell precisely how the ac- 
count was handled. 








In a number of other investment-pro- 
cedure THe EXCHANGE 
Magazine, principles were emphasized by 
case history illustrations. Now this method 
is to be reversed, for the human elements 


discussions in 


judgment, trading decisions to acquire 
fairly quick capital gains, and restraint 
evidenced in the reinvestment of divi- 
dends and capital gains instead of spend- 
ing them—all motivate the management 


of the fund. 


Simple Diversification 

At the start of the record—Oct. 1, 1949 

the fund was static. By industries, the 
stocks were well diversified: the distri- 
bution of less than $7.500 over no more, 
issues 
would appear reasonable to a securities 
analyst. 


and no less, than five separate 


Market events revealed, as time passed, 
that the account would have done very 
well if the original stocks had merely 
been held during 1950, so far as_per- 
centage growth of share prices was con- 


‘Following a continuing plan in investment 
is a prominent element in management.” 


cerned. One stock advanced more than 
20 points, another nearly 6 points, an- 
other somewhat more than 10 points 
and one, the surgical goods issue, gained 
a shade more than 35 points in the 15 
months covered by the record. 

But the account owner elected to as- 
sist growth, since market price tendencies 
in the autumn of 1949 suggested a con- 
tinued rise. This could be done in three 
ways (and the investor used all of them) : 
by reinvesting dividends, by supplement- 
ing the dividends invested with savings 
from salary, and by trading and reinvest- 
ing profits and principal. 

The chemical company and _ the air- 
plane company stocks were sold in order 
to provide capital for a few “trades.” The 
sales were made at prices higher than 
those paid for the shares, and the trad- 
ing record showed that a net capital gain 
of $1,197.23 was made on five “round- 
turn” transactions during the spring and 
early summer of 1950. The investor pre- 
sumably had his plan well in mind before 
he undertook to do the transient trading, 
for success in making more than $1,100 
in a few months, on a capital of about 
$4,000, is of the kind that makes specula- 
tors. : 

The profit. accumulated dividends, and 
some surplus income were reinvested from 
lime to time. and the account disclosed 
no trading operations after June 30, 1950. 
In reinvesting. the fund “manager” did 
the unexpected. It could be argued that, 
with the fund growing through several 
influences, wider 


diversification should 


9 
oO 








be applied. Instead of making his diversi- 
fication wider, the investor reduced his 
issues from five to four and bought more 
shares of stocks already owned. In fact, 
the only completely new stock to enter the 
portfolio during 1950 was the railroad 
issue, this taking the place originally oc- 
cupied by the chemical and airplane 
shares. 

A little delving into the account’s early 
history pointed toward a diversification 
philosophy grown out of experience. The 
100 airplane company shares were valued 
on Oct. 1, 1949 at the averaged price of 
several odd-lots; the odd-lots had cost as 
much as 32 for a few shares, down to 23 
and 17 for larger numbers of shares. Here 
was elementary management at work be- 
fore a larger program had been devised, 
and inquiry indicated that successful 
averaging was the first step. 

As another averaging example in the 
account, the 25 surgical goods shares 
owned on Oct. 1, 1949. were doubled 
along in 1950 (the fifty-first share coming 
as a stock dividend). The original 25 
shares had cost a shade less than $34 
a share. Just before the Korean war be- 
gan, in June, 1950, the stock had reached 
$63 a share; in the “Korean market 
break” the price retreated to around 53 
and the investor bought 25 more shares 
at $55, giving him an average of ap- 
proximately $44 a share for 50 shares. 

The lesson the investor took to heart 
is not hard to discover from the fore- 
going figures. It was this: if a few shares 


of a carefully selected stock issue are 
worth having, more of them are worth 
owning, too; and price diversification has 
a merit of its own which is worth weigh- 
ing against the usual method of buying 
into several separate stocks. There is no 
intention in this writing of commending 
what might be called restricted diversi- 
fication; the review of an actual invest- 
ment portfolio’s growth merely presents 
facts. It is obvious, however, in the port- 
folio’s history, that far-flung diversifica- 
tion, sometimes involving a long list of 
stocks to be watched and studied, is not 
really necessary to intelligent fund man- 
agement. 


Investment Principles 

In trying to penetrate the portfolio 
owner’s mind and detect the investment 
principles he put to work, study of the 
tabled information uncovers a few sur- 
prising facts. For one, the annual income 
on Jan. 1, 1951. on $11,469 of stock 
(and cash) was actually less than the in- 
come derived from dividends on stocks 
worth $7,387 fifteen months earlier. Ex- 
amination of the double table’s compo- 
nents easily shows where the shrinkage 
occurred, without enough offsetting divi- 
dend payments where stockholdings were 
increased. 

In reduced dividend income the appli- 
cation of a principle stands forth plainly. 
Only one of the four stocks held on Jan. 1 
last yields as much as 6 per cent on mar- 
ket value, and the other yields extend 





No. 

Shares 

50 =A Glass and Paint Co. 
50 A Petroleum Co. 

100 A Chemical Co. 

100 An Airplane Co. 

25 A Surgical Goods Co. 

Total . 


January 


75. A Glass and Paint Co,* 
50 A Petroleum Co. 

100 A Railroad Co. 

51 \ Surgical Goods Co, 


Accumulated diy. -| surplus income 


Stocks originally held and added to. 





OriciNAL Portroiio, Cost AND INCOME 
October 1, 1949- 


Price Principal Annual 
Per Share Value Dividend= 
$35.50 $1.775.00 $87.50 
18.00 900.00 40.00 
16.25 1,625.00 150.00 
20.25 2.025.00 100.00 
12.50 1.062.50 60.00 

~ $7,387.50 $447.50 


SaME PortTroLiIo AFTER ADDITIONS 


1. 1951 

$39.00 $2.925.00 $187.50 
29.00 1,450.00 40.00 
24.00 2,400.00 100.00 
75.00 3,825.00 102.00 
$10,600.00 $429.50 

869.00 

$11.469.00 

= Amounts paid in 1949 and (below) in 1950. 


+ 55% gain in fund’s value through management 


wo 15 Montus’ “MANAGEMENT” 











from less than 3 to not much more than 
4 per cent. Of course, these yields are on 
market value instead of cost; but ref. 
erence to the actual stocks (discretion re- 
quires that they not be named) shows 
that on cost the yields are also relatively 
low. The 6 per cent item resulted from a 
record-sized special dividend late in 1950. 
The management principle emphasized by 
the percentages is that, in building a 
fund, the investor reckoned that antici- 
pated growth was a “better buy” than a 
good dividend yield. 

The $869 of accumulated dividends and 
deposited surplus money seems like quite 
a sum to remain idle in a checking ac- 
count. Were the investor pursuing a pro- 
gram which leaned heavily upon income, 
it could be imagined that whenever 
enough money to buy five or ten shares 
was available, it would be invested. But 
this is not that kind of a fund; money 
apparently is allowed to accumulate 
against the day when stock market ac- 
tion offers favorable investment oppor- 
tunities——if not actual “bargains” such as 
the account owner found in the Korean 
price decline. 

As a statistical example of planned in- 
vestment, spiced with a bit of specula- 
tion, the account’s progress could be 
credited chiefly to an influence peculiar 
to the 15 months covered. That influence 
was the persistent bull market, except for 
a stretch in the summer of 1950. Market 
values could be enhanced appreciably. 
Yet the account really held only one fast 
mover—although this issue was well capi- 
talized upon by doubling the number of 
shares in time to participate in a strong 
and the argument would 
be fair enough that genuine management 
should be accorded a plume. 

Management that detects a growth 
stock from study, proves its contention by 
a period of ownership, and then clinches 
its calculated risk by doubling its share 
ownership, appears to have the seeds of 
success which could employ any kind of 
a market well for fund building. For one 
thing. the investor who has tested the 
advantages provided by averaging is not 
averse to applying the method when prices 
are in retreat. A fund may make little 
or no growth during a price decline, but 


upward swing 


the additional shares bought at lowering 
prices result in quick growth when the 
tide turns. 

Selection and averaging. and continu- 
ing investment in following a plan, are 
the prominent elements in this record. 
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Drawing nylon 
yarn into rope. 





Finished nylon yarn ready for inspection. 


HE cyclical textile industry is now 

enjoying one of its more prosperous 
periods. The letdown of 1949 has been 
succeeded by a vigorous recovery, and 
prospects are favorable that the higher 
level of activity will continue for some 
time. 
textile fiber production 
throughout the world during World Wa 
Il had been substantially overcome by 
1949. The output of cotton textile fiber, 


Losses. of 





TEXTILE MILLS 


INCREASE OUTPUT 
TO MEET DEFENSE NEEDS 


Newer, Improved Synthetic Fibers 
Come Into Wider Use as Costs of 


Natural Materials Mount 


which had dropped 27 per cent between 
1939 and 1945, the low year, had fully 
recovered to its pre-war level by 1949. 
Wool production has shown relatively 
little variation, with a tendency toward 
a slight loss. The output of silk is much 
less important, but it does show some 
revival tendencies. Rayon production in 
1949 was only 4 per cent below the pre- 
vious record high level in 1941. 

Textile plants in war-devastated coun- 
tries have been restored to production 
rapidly. This has resulted in a decline in 
demands upon the United States. Exports 
of rayon and other synthetic yarns in 
1950 apparently were 35 per cent below 
the 1947 level in volume, and 25 per 
cent lower in dollar value. Exports of 
woven piece goods in 1950 were about 
25 per cent below 1947 in yards and 
perhaps 50 per cent lower in dollars. 


Demand for Textile Products 

The increment of export business which 
the domestic textile industry enjoyed in 
post-war years is becoming less impor- 
tant, and may well decline still further. 
since foreign costs of production are 
comparatively low, and devaluation of 
currencies is adverse to U. S. exports. 
American manufacturers may find the 
export market increasingly difficult: as 
a matter of fact, imports of some rayon 
products are showing a rising trend. 

Over the next two or three years. the 
huild-up of the United States Army cou- 
pled with the stocking of adequate re- 
serves for future contingencies will have 
considerable bearing on textile pro- 
duction. A military force of around three 
and one-half million is projected, or about 
one-quarter of the number in World War 


By M. S. Thomas 


Il. It is conceivable that this number may 
be increased later in 1951. 

The extent of military demand for tex- 
tiles in World War II is shown by the 
following table. 





Miuirary Usace oF THREE TEXTILE 
FIBERS 
Millions of Pounds and Per Cent 


Raw Apparel 
Cotton Wool Rayon 





Four years 1942-45 


Total Consumption 20,209 2,341 2,752 
Military Use . . . 6,750 900 520 
% Military . . . 33% 38% 19% 


Source: Rayon Organon 





The peak year for military use of raw 
cotton was 1944, when military require- 
ments took 40 per cent of total output. 
For apparel wool, the peak military use 
came in 1942 and accounted for 55 pet 
cent of all production. The greatest use 
of rayon by the military was in 1945. 
amounting to 24 per cent of total output. 

The trend of output of all three fibers 
since 1945, and comparisons with the 
years immediately before the war. are 
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Cotton gin operated by diesel engine. 
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PRODUCTION 


Millions of Pounds 


UNITED STATES 


Rayon 


Shipments 
1939 34.3 
ON acs yy a ee 38.7 
1946 ee 70.1 
eee ee 79.3 
i i ee 91.7 
se 1.4 
CPU. ws ee es 103.0 





= Through November for Rayon and Cotton, October 


OF THREE TEXTILE FIBERS 


Monthly Average 


Wool Cotton 
Consumption Consumption 
33.0 302.5 
34.2 329.5 
62.4 100.3 
59.1 389.0 
58.7 371.8 
12.6 319.8 
54.0 392.4 


for Wool. 








shown in the accompanying table. Rayon 
output rose rapidly. and by 1947 was 
more than double that of 1940. As the 
table shows. 1950 production may be close 
to three times that of 1939. 

The pattern of wool consumption since 
the 
the trend having been downward from 
1916 through 1949, The year 1950 will 
show a sharp improvement, due in par- 


war ended has been less favorable. 


ticular to a gain in apparel wool con- 
sumption. Total wool consumption. how- 
not be 


will than 


ever, probably more 
double the pre-war demand, 

Cotton consumption declined materi- 
ally after the war. reaching a level in 
1949 that was lower than that of 1940. 
There was. however. a considerable gain 
in demand in 1950. Undoubtedly. a sub- 
stantial part of the cotton loss is due to 
the substitution of rayon. 

The vigorous growth of the rayon in- 
dustry 


is continuing. An interesting in- 


ternal trend is the sharper gain in de- 
mand for the acetate type of rayon than 
1940 the bulk of the 


gain in viscose consumption has been 


for viscose. Since 


in high tenacity yarns for use mainly in 
automobile tires. 

“Staple” forms of rayon are virtually 
the same as the filament. except that the 
staple is in short lengths whereas the fila- 
ment is continuous, The short length of 
the staple-——-comparable to lengths of cot- 
ton and wool fibers—is utilized to make 
“spun rayon.” This manner of preparing 
the yarn undoubtedly accounts to a large 
degree for the sharp increase of rayon 
usage in many lines of apparel, such as 
suitings. in recent years. There seem to 
be very strong probabilities of growth 
along these lines, particularly since mix- 
tures of rayon with wool have many ap- 
plications. 

Probably less than half of the summer 
weight suits made in 1950 contained more 








Wortp Propuction — TEXTILE FIBERS 
(Billions of Pounds) 
1-Fiber 
Rayon Cotton Wool Silk Total 
( —e ae 13.1] 2.2 35 17.9 
Pe. ks we 20 13.7 2.5 130 6.8 
1941 2.8 £2.2 yes 107 Re 
194.2 2.6 12.2 ye £080 17.4 
1943 20 Lg 2.9 050 16.8 
1944 2.1 cS 2.4 030 15.8 
1945 1.4 9.5 23 024 t35.2 
1946 y wis By 9.0 2.0 030 13.6 
947 2. 2. wt 2.0 £4 ype» 033 15.4 
L948 oe ? 13.0 Ee 034 Vie 
ne ee ek 14.2 7 037 19.2 
Source: Ravon Organon, June, 1950 








the remainder 
being composed of rayon, nylon, cotton 
and other fibers. Also, it would appear 
that gains in the latter classification in 
1950 over 1949 may have been close to 
50 per cent. 


than 25 per cent wool. 


An interesting development in the use 
of rayon was the September, 1950 an- 
rnouncement by the United States Army 
that it planned to procure 150,000 yards 
of an 18-ounce serge fabric consisting 
of 70 per cent wool and 30 per cent rayon, 
The procurement was intended to give 
the textile industry familiarity with the 
use of this material for military pur- 
poses. Field trials during World War II 
indicated that it could be used success- 
fully. 

The development of organic chemical 
materials in late years has been the source 
of a number of new plastics and analo- 
gous materials in the form of new syn- 
thetic fibers. Du Pont has been a succesful 
pioneer in the introduction of such fibers 
as Nylon and Orlon. and has underway 
plant development for another entry to 
be known as Fiber V. The acrilonitriles 
are probably the fastest developing type 
of new fibers. American Cyanamid is ex- 
panding its production of the raw ma- 
terial in a manner. Union 
Carbide is producing Dynel. which con- 
tains a substantial amount of acrilonitrile. 


substantial 


New Fibers 

Also. Chemstrand, jointly owned by 
American Viscose and Monsanto, is un- 
dertaking the construction of large plants 
for the production of Nylon and acriloni- 
trile fibers. Other chemical companies are 
likely to introduce comparable or new 
fibers in coming years. Probably these 
fibers will be adjuncts to the rayon fibers 
rather than 
wool competitive positions are likely to 
weaken as these new 


replacements: cotton and 


fibers increase in 
volume. 

The expanding national income of the 
nation combined with declining avail- 
ability of durable goods may divert larger 


expenditures to soft goods, such as tex- 


tile products. during the rearmament 
program. Superimposed upon this active 
civilian demand. which will be further 


supported by a growing population. will 
he a very important increment for mili- 
lary purposes. Tt seems quite possible 
that the output of the textile industry. 
as a whole, will reach new high levels in 
the next year or two. 


(Continued on page 11) 
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newsprint 
loaded for shipment. 








HE paper industry, which during the 

1930s was plagued by problems of 
overcapacity and overproduction, has 
emerged since World War II as a real 
“Cinderella.” The change has been due 
not only to the increased national pros- 
perity but also to the rising consumption 
of paper and paperboard, aided by the 
development of new products and new 
uses for older products. In 1950 the in- 
dustry set a new production record of 
approximately 24 million tons of paper 
and board. 18° above the 20.330.000 
tons produced in 1949 and 10° above 


1948, 
most 


the previous record year. In 1950 
companies enjoyed record profits. 
and the rate of profits before taxes may 
he even higher this year. although per- 
haps not enough to compensate for pros- 
pective increases in tax rates. 

The industry seems to be in a good 
position to adapt itself to whatever con- 
ditions may develop as a result of the 
changing economy required by our na- 
tional defense effort. The armed forces 
require large amounts of paperboard for 
packaging and a considerable volume of 
printed and written material. The indus- 





The paper industry’s defense output is substantially the same as its peace-time lines. 


RECORD LEVEL 


OF DEMAND 
IN PAPER INDUSTRY 


By Paul Dent Bordwell 


try has an advantage over most other 
manufacturers in that its 
duction is substantially the same as its 


defense pro- 


regular peacetime lines. Demand from 
civilian customers is expected to continue 
near peak levels. as shown by an order 
hacklog which has once again reached 
the previous record set during the period 
of acute paper shortage right after World 
War II. 

The principal raw material, pulpwood. 
is available in ample supply. The paper 
industry requires certain basic chem- 
icals, particularly sulfur. which are also 
used by defense industries. but reserves 
of these believed to be 


sufficient to maintain production at the 


chemicals are 


present rate. 
High Rate of Paper Use 


Productive capacity of the industry has 
been increased more than 15° since the 
end of World War Il. but demand still 
exceeds production for many lines. The 
prosperity of the paper business does not 
depend on abnormal demand _ stimulated 
by the defense boom. but rests on the 
large paper consumption required by the 


American standard of living. Americans 
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Wet end of newsprint-making machine. 


. 


use more paper products per capita than 
any other nation in the world. 

Paper products have displaced many 
other materials in the field of packaging. 
The paperboard carton, for instance, has 
taken the place of the wooden box for 
most shipping purposes because it costs 
less and saves both space and weight. The 
multi-wall bag of kraft paper is supplant- 
ing cloth bags for shipping bulk products 
such as flour and cement, and in many 
areas the paper milk container has driven 
out the familiar glass bottle. The sales 
appeal and convenience in handling which 
come from having goods done up in neat 
packages have encouraged the packaging 
of many items which a few years ago 
were sold entirely in bulk. For example, 
the popularity of the “meatateria” in su- 
permarkets, with pre-cut and packaged 
meats, has opened an entirely new source 
of demand for paper products. 


Growth of Other Fields 


Another field of rapid growth which 
has still not reached its limits is that of 
household and sanitary products. The 
paper handkerchief is still growing in 
consumer acceptance because of its con- 
venience and the saving of laundry. New 
types of paper towels and napkins, using 


linters. It was soon found more econom- 
ical to use woodpulp, similar to the pulp 
used in paper making but of a higher 
degree of purity. Pulp of this type, known 
as “dissolving pulp,” has become an im- 
portant product of some paper companies. 
and its production has been stimulated 
by the rapid expansion of the rayon in- 
dustry and the new uses for cellulose de- 
veloped by the chemical industry. 


Industry-Wide Improvement 


The improved profit situation of the 
paper industry has not been confined to 
those lines where growth has been un- 
usually rapid. Producers of the traditional 
types of paper, such as writing and print- 
ings papers, have also enjoyed a high 
level of profits. The newsprint produc- 
ers have been among the greatest bene- 
ficiaries, in part because of transfer of 
capacity from newsprint to more profit- 
able specialty lines during the 1930s when 
newsprint was in excess supply. Since 
the end of World War II the situation 
which had existed between newsprint and 
other types of paper has been changed, 
and newsprint has been almost continu- 
ally in short supply. 

When the industry first entered the 





cost of construction of new plants and 
the limited acreage of pulpwood still 
available to most paper manufacturers, 

The cost of building a paper mill js 
about twice what it was ten years ago, 
and the price of timber stands has in- 
creased even more. As a result, projects 
for construction of new mills are under. 
taken only with a most careful consider- 
ation of the market potential. In some 
lines, such as newsprint, the rate of re- 
turn on a new mill has not been sufficient 
to encourage the construction of new ca- 
pacity even though existing mills were 
earning record profits. 

The large retained earnings available 
lo paper producers in the past five years 
have made possible the modernization 
and expansion of the industry’s produc- 
tive facilities and at the same time im- 
proved its financial condition. 


Changes in Capital Structure 


Many of the financial difficulties en- 
countered by paper companies during the 
depression were caused by excessive is- 
sues of bonds or preferred stocks, often 
at high rates of interest and dividends. 
This situation has been radically changed. 
Some companies have eliminated their 








present period of high profits, it was senior securities altogether. Where bond co 
wet-strength tissues which do not dissolve widely feared that it would lead to the issues and preferred stocks are still out- N 
or leave lint when in contact with moist same troubles as in the 1920s and that standing, the rates are much lower, so pl 
surfaces, have been developed and will the industry would expand too rapidly that fixed charges are much smaller in C0 
be introduced when sufficient plant ca- for its markets. These fears have not ma- relation to sales volume than at any time ce 
pacity is available to meet the demand  terialized. The 1949 recession showed _ in the past. The improved financial posi- th 
which is expected. There has been a_ that the leading companies were able to tion of the paper producers has added to di 
similar growth in the use of paper cups maintain profit margins well even in a_ the reputation and investment quality of ch 
and other containers. period of temporarily declining sales. their common stocks. th 
The rayon and chemical industries Two factors which tend to prevent an- With large amounts of cash available. ti 
originally obtained the pure cellulose they other period of overexpansion and its most companies have gradually raised pl 
needed as a raw material from cotton consequent problems are the very high their dividend rates. Dividends generally m 

are still covered by earnings by a wide 
margin. The large postwar profits provide re 
a es ae eS ee most paper companies with favorable ve 
SAMPLED GROUP OF PAPER MANUFACTURING STOCKS earnings beses for excess profits taxes, 50 D 
emer that higher tax rates should not cause too ré 
Div. Rate much reduction in net profits in view of th 

(not incl. Recent Div. 4 ‘ . 

Company Principal Products extras) Price Yield prospective increased pre-tax earnings 
International Paper Kraft Paper and Bags, Newsprint, Book this year. th 
and Magazine Paper . .... . $3.00 52. 55.8% ; — ; m 
Crown Zellerbach Newsprint, Kraft, Paperboard . . . 2.00 19 4.1 Statistical and other factual information fj 
Container Corp. Paperboard and Boxes .... . 2.50 33 «TG as well as comment regarding any securittes a 
Kimberly-Clark Corp. Creped Wadding, “Kleenex,” Printing referred to in THE EXCHANGE have been ob- @, 
| ee ee ae ee 2.40 “ ge tained from sources deemed to be reliable, i 
Champion Paper and Fibre Magazine and Book Paper . . . . . 3.00 46 6.5 but THE EXCHANGE assumes no —— * 
Bevenios . « ... . . » Dissolving Pulp. 2. . 2s ese 2.00 48 4.2 bility for their accuracy or nny sa “ : 
West Virginia Pulp & Paper Magazine and Book Paper, Kraft . . 2.00 82 2.4 Neither such information nor any — . 
St. Regis Paper Co. Kraft Paper and Bags, Printing Paper 0.60 12 50 to any particular securities - intended 4 9 ‘i 
Mead Corporation Kraft Paper, Paperboard, Printing Paper 1.60 24 6.7 or should be considered as im any way © 5 
recommendation for the purchase, sale or d 
retention of any such securities. si 














and 
still 
rs. 
l is 
azo, 
in- 
ects 
der- 
der- 
ome 
Te. 
‘ient 
' Ca- 
vere 


able 
ears 
tion 
duc- 

im- 


en- 
the 
» Is- 
ften 
nds. 
ged. 
heir 
yond 
out- 
. So 
r in 
time 
DOsI- 
d to 
y of 


able. 
1ised 
rally 
wide 
vide 
rable 
Ss, SO 
e too 
w of 
lings 


ation 
rities 
n ob- 
rable, 
ONSI- 
TLE SS. 
rence 
to be 
yay a 
le or 


Ban discusion, seventh of a series 

presenting significant statistics of 
companies listed on the New York Stock 
Exchange which receive less attention in 
published analyses than do the larger 
corporations, differs from the others in 
certain respects. The tabled statistics on 
the next page represent drug making and 
distributing concerns as distinct from 
chemical companies as a whole. Besides, 
the group contains nearly all the corpora- 
tions on the Exchange whose products are 
principally drugs. or whose business is 
mainly the retail sale of drug products. 

The article has the merit for investment 
researchers of showing results in a big 
year for industry in many categories. 
During 1950, when a great many corpo- 
rate stocks scored large price advances. 
the drug group fell behind the procession. 

\lthough there are a few companies in 
the table whose common stocks rose as 
much as 10 points or more, the rank and 
file advanced only two to four points. On 
a percentage basis some of the smaller 
gains were considerable, but included in 
the drug category are several that lost 
ground, pricewise. in 1950. As quarterly 
or semi-annual earnings. and nine months’ 
reports reveal substantial figures, the 
group offers room for study of a kind 
delighting statisticians on the watch for 
stocks showing lagging tendencies. 
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Many other chemical companies on the 
Stock Exchange are engaged importantly 
in the drug field. For example, Lederle 
Industries, owned by American Cyanamid 
Co., stamps the latter as an important 
drug discoverer and producer. Drugs also 
have a strong place among products of 
other chemical concerns too numerous to 
mention here. 

The drug company list differs also from 
some other groups presented in this series 
in that many drug companies have longer 
records of consecutive annual dividends. 


Dividend Records 

Records of 20 years or longer are dis- 
tributed through the list; in fact, 20 years 
would come close to the average. This 
showing might be ascribed to the essen- 
tial character of drug products and com- 
pounds in American living—and_ keep- 
ing in good health. But this general ob- 
servation would fall short of sketching 
the full picture. 

No other business field has demon- 
strated a greater ability to discover and 
perfect for consumptive uses brand new 
products than the drug industry. And new 
products, especially during the last 10 
years. have acted to diversify on a con- 
stantly widening seale the goods which 
many companies put on the market. 

The principal activities of several cor- 


“No other industry 
has shown greater 
ability to discover 
and perfect new 
products.”’ (Far 
left) Penicillin. 
(Left) Vitamin A. 


Com panies Outside 


the Roster of Grants 


porations in the drug industry are indi- 
cated here as an aid to investor study: 


ABBoTT LABORATORIES confines 
its operations to the ethical drug area. 
being a leading producer of some 900 
pharmaceutical, biological and vitamin 
products. The company stands in the 
forefront of drug developers, some 70 
new products being added during 1949. 


McKesson & Ropsins . . . rates as the 
largest U. S. wholesale drug distributing 
organization, selling thousands of items 
to retail druggists. The concern also 
manufactures several widely used trade 
marked drug specialties. 

Merck & Co. 


making and distributing medicinal drugs 
and chemicals. The company’s list in- 


engages chiefly in 


cludes many of the newer discoveries. 
such as streptomycin, penicillin, synthetic 
vitamins, etc. Over half the company’s 
sales are made to pharmaceutical manu- 
facturers, food processors and various in- 
dustrial users. The remainder are largely 
prescription chemicals and specialties for 
medicinal and household use. 


NoRWICH PHARMACAL Co. makes 
about 125 drug items. More than half of 
sales volume is accounted for by a dozen 
or so widely advertised goods under Nor- 
wich trade names. 








Parke. Davis & Co. is one of 
the world’s largest makers and distribu- 
tors of antibiotic, biological and surgical 
dressing products. Output is diversified 
among some 1.700 different items. 


PLoucH. INe. makes proprietary 
medicines and cosmetics and sells them in 


the U. 


company also operates a drug store chain. 


S. and 70 foreign countries. The 


Sales are chiefly of proprietary remedies. 

SHARPE & Doume, INc. . . . is a 
prominent maker of ethical drugs and 
antiseptic solutions, Subsidiaries are lo- 
cated in Canada, England, Mexico, Cuba 
and the Philippines. Exports account for 
about 25 per cent of sales. 

EK. R. Seurs & Sons manufac- 
tures antibiotics, pharmaceuticals, biolog- 
ical and household toilet products, high- 
grade perfumes and cosmetics. Sales are 
made largely to wholesale and retail drug- 
gists. hospitals, physicians’ supply houses, 
ete. 

When drugs are thought of, the mind 
pictures a store with shelves full of care- 
fully labeled bottles and larger contain- 
ers, along with large and small boxes of 
cosmetic materials. But drug production 
covers a wide territory of industrial con- 
sumption as well. Many kinds of animal 
foods contain drugs: fertilizers involve 
drugs as well as more common chemicals: 
drugs enter into too many human food 
compounds and beverages to be visualized 
easily. 

When drugs are considered as a manu- 


facturing proposition, attention goes more 


immediately to the recent discoveries than 
to the host of compounds which have 
existed for generations. The discovery of 
cortisone. for treating arthritis, aureomy- 
cin, penicillin and similar products of 
the current decade comes upon the world 
with an impact close to sensational, such 
as insulin generated in a past decade. The 
entire industry, of which drugs are merely 
a part, is growing so rapidly that only 
those engaged in it can keep track of de- 
velopments from month to month. 

These times are propitious for the de- 
velopment of many new products, for 
military preparedness arouses an intensity 
of laboratory research which exceeds that 
of calmer periods. It would be surprising 
were the drug field to be neglected, al- 
though the emphasis may be upon new 
developments of lethal elements. 


Research Costs Money 

The accompanying statistics indicate 
that old-established drug manufacturing 
companies are liberal producers of net 
earnings, as a whole, although only a 
moderate share of earnings reach stock- 
dividends. Profits are 
served as working capital, for modern 
research, a deliberate process, calls for 


holders in con- 


heavy outlays in laboratories. equipment 
and the employment of thousands of 
scientists. Besides, after new products are 
discovered, time and money have to be 
employed heavily to bring costs down 
to levels where new drugs become genu- 
ine merchandise with a broad consumer 
appeal. 





Year Div 

Began 

Abbott Laboratories . . . . 1926 
Am. Home Products Co. . . 1919 
Commercial Solvents Co. . . 1940 
Cunningham Drug Stores. . . 1934 
Heyden Chemical Co. . . . 1929 
McKesson & Robbins . . . . 194] 
Maeve® @ Co, «. ». . «1 « « « 9985 
Norwich Pharmacal Co... . 1925 
Parke, Davis & Co. . . . . 1878 
Peoples Drug Stores . . . . 1927 
Brem@em, TAG. «. «os «ss . BAI 
Sharpe & Dohme. . . . . . 1941 
E. R. Squibb & Sons . . . . 1922 
Vick Chemical Co... 2...) 1922 
Walgreen Co... . . . . ~~. 1933 
Zonite Products Co. 2 2.) . .) 1941 

iscal vear ended June, 1950 





DRUG MANUFACTURERS AND DISTRIBUTORS 


Earnings Per Share 1950 
1949 — 1950 ~~ Div. 
$2.68 9 mos. Sept. $2.20 $1.85 
2.t% 9 mos. Sept. re i 2.00 
1.28 9 mos. Sept. 1.07 1.25 
3.71 Year Sept. 3.87 1.50 
0.91 9 mos. Sept. 1.15 0.80 
4.55* 3 mos, Sept. 1.16 2.65 
2.85 6 mos. June 1.97 2.00 
1.59 9 mos. Sept. 1.20 1.05 
2.54 9 mos, Sept. 2.77 LIS 
3.95 9 mos, Sept. 1.96 2.00 
1.05 9 mos. Sept. 1.19 0.60 
3.96 9 mos. Sept. 3.53 1.70 
1.46% 3 mos. Sept. 1.06 1.55 
3.33" 3 mos. Sept. 1.32 1.20 
3.20 Year Sept. 2.70 1.85 
0.42 9 mos, Sept. 0.26 0.25 
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Cross Currents in Market 


id considerable stock market reasoning 
of early January proves later to have 
been well founded, the 1950 price record 
of common stocks listed on the New York 
Stock Exchange should have something 
more than a practical interest to investors. 

Historically, last year’s transactions re- 
flected economic trends peculiar to that 
year. Starting off uncertainly during the 
first quarter, what may prove to be the last 
year for some time to come, in which non- 
defense production dominated the indus- 
trial scene, gained momentum toward 
heights unpredicted last January. Not 
only did volume-production score extraor- 
dinary gains in many directions; the dol- 
lar-per-share profits, despite stiffly rising 
costs, scored many high records. 

Did last year mark also the end of an 
industrial “cycle?” A great many sea- 
soned investors and traders took this pos- 
sibility into their New Year estimates. 

Consideration of inflationary influences 
has continued to be a force in the mar- 
ket. When a new bill affecting corporate 
profits and individual income is devised. a 
point for investor study is likely to be 
this: what will the status of dividends be 
after the weight of the tax collector’s hand 
upon profits is felt; also, what emphasis 
as a market force in 1951 will an academic 
view of inflation be should net earnings, 
after retreat 1950 
plateau ? 


taxes, from the 
But how far, as a practical proposition. 
do either inflationary or deflationary pow- 
ers (as affecting stock prices) really guide 
informed investment as distinct from trad- 
ing designed to acquire capital gains? 
Investment planning presupposes an in- 
tent to build a fund in securities, with 
less of an accent upon price fluctuations. 
upon inflationary or deflationary theories. 
than upon ownership of an interest in 
corporations to be added to as time goes 
on. To the persistent follower of a pro- 
sram, stock price recessions offer oppor- 
tunity to invest with advantage; to such 
an investor. both recessions and advances 
are transient. one succeeding the other. 
The matter of 
changes of sentiment in regard to future 
Stock selection through 
research stands head and shoulders above 


values overshadows 


price changes. 


public emotions as an investment guide. 
Precedent forecasts that the exercise of 
choice backed by study and research will 
be evident in markets to come. 

Witiiam W. Crate. 
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Wider Share Ownership Seen 


Through Stock Split-Ups 


TOCK split-ups continued in 1950 to 
be an effective means of extending 
corporate ownership to a wider public. 
During the year 33 corporations listed on 
the New York Stock Exchange divided 
their shares in a ratio of 2 to 1 or higher, 
thereby 70,000,000 
shares to the trading list. Some 70 addi- 
tional companies declared stock dividends 
of less than 100 per cent. 

The split-ups during 1950 brought to 
over 200 the total number of companies 
which have subdivided their shares in the 
last five years. The peak year was 1946, 
with 74 splits; 1949 was lowest, with 17. 
Within the last six months of 1950 alone, 
22 companies divided their shares. 

Among the split-ups which brought a 
million and a half shares or more each to 
the list in 1950 were: Allied Chemical & 
Dye, 4 for 1; Consolidated Gas, Electric 
Light and Power of Baltimore. 3 for 1; 
Libbey-Owens-Ford Glass, 2 for 1; Na- 
tional Steel, 3 for 1; Youngstown Sheet 
and Tube, 2 for 1; Gillette Safety Razor, 
2 for 1; International Minerals and Chem- 
icals, 2 for 1; and Philco Corp., 2 for 1. 


adding more than 


General Motors’ 2 for | split in October 
the largest in corporate history—added 
more shares to the Exchange’s list than 
the 31 other splits combined. It brought 
the company’s number of shares out- 
standing to 88,208,680. Between the third 
and fourth quarter of 1950 the number of 
General Motors’ common stockholders in- 
creased by 10,439 to reach a record high 
of 410,428. The company has attributed 
the major portion of the increase to the 
effect of the split-up. 

Stockholder 
more readily over a full year. Two issues 


growth often is traced 
in the accompanying list, Grumman Air- 
craft Engineering and Emerson Radio and 
Phonograph, also split their shares in 
1948. In that year Grumman recorded a 
stockholder growth of 30.4 per cent. Em- 
erson of 18.2 per cent. 

The end result of stock split-ups almost 
invariably has been a widened circle of 
shareholders. leading to the establishment 
of more liquid and closer markets for the 
issues. Also, the corporations involved 
have uncovered valuable new support for 
future rights financing. 





Date New 
Stock 
Ratio Listed 


Allied Chem. & Dye Corp. 4for1 Sept. 


uw 


American Viscose Corp... 2for1 Nov. 16 
Anchor Hock. Glass Corp. 2forl June 2 
Atlas Powder Co......... 2forl Aug. 1 
Bower Roller Bear. Co... 2for1 Aug. 16 
Con. G. E. L. & P. of Bah. 3for1 Apr. 11 
Container Corp. ........ 2forl Nov. 30 
June 26 
2forl Oct. 3 


Dec. 7 


Emerson R. & Phon. Corp. 2 for 1 
General Motors Corp.... 
Gillette Saf. Razor Corp.. 2 for 1 
Grumman Air. Eng. Corp. 2forl Dee. 1 
Int. Min. & Chem. Corp... 2forl Dee. 29 
Libbey-Owens-Ford Glass 2for1 Aug, 28 
Masonite Corp. ......... 2forl Dee. 2 

Mathieson Chem. Corp... 2for1 July 27 
Minn.-Honeywell Reg. Co. 2for1] Apr. 3 


* Payable Dec. 12, 1950; ex-dividend date Jan. 





STOCK SPLIT-UPS IN 1950—RATIO OF 2 TO 1 OR MORE 


2, 395%. 


Date New 

Ratio Stock 

Listed 
Monarch Mae. Tool Co... 2forl Jan. 2 
National Steel Corp...... 3forl Mar. 31 
National Tea Co......... 2forl Dee. 20 


N. Y.S. Elec. & Gas Corp.. 2 for 


= 
pas 
tw 
= 


Oklahoma Gas & Elec. Co. 2 for 1 Dee. 14 
Penn. Glass Sand Corp... 2forl Dee. 5 
Pfeiffer Brewing Co..... 2forl June 5 
oo er 2forl Dee. 18 
Public Serv. Co. of Colo. 2forl1 May 23 
Scott Paper Co........3: 2forl July 31 
Skelly Oil Corp.......... 2forl May 19 


Thompson Products, Inc. 2for1l Nov. 20 
United-Carr Fast. Corp... 2forl Apr. 3 
Vulean Detinning Co....2forl Sept. 1 
‘Wheeling Steel Corp..... 2forl May 16 
White Sew. Mach. Corp.. 2for1 Nov. 16 
Youngstown S. & T, Co.. 2forl Oct. 13 








The price range which corporate direc- 
torships apparently have in mind in effect- 
ing split-ups is the $20-$40 area. Using 
prices of early January. more than one- 
half of the issues split in 1950 were selling 
in the $20-$20 range. and nearly a half 
dozen more were priced between $30 and 
$40 a share. 

The preference of most stock buyers for 
issues which are moderate in price is 
borne out by the table appearing on page 
12, which lists the 25 most active stocks 
on the New York Stock Exchange in 1950. 





Textile Mills 
(Continued from page 6) 


Prices of all textiles are rising with 
consumption. Between December, 1949, 
and December, 1950, prices of various 
textiles gained by the following percent- 
ages: viscose rayon. 1] per cent: acetate 
rayon, 12 per cent: cotton, 35 per cent: 
wool, 59 per cent. Raw material short- 
ages exist in cotton and wool, and raw 
materials entering into rayon are rising 
in price. With demand active, prices are 
likely to show some further gains, bar- 
ring price controls. 

Operating profits should show sizable 
gains since prices may be rising, and un- 
der the conditions prevailing, the indus- 
try ought to be able to establish a highly 
satisfactory profit margin. On the aver- 
age, the textile companies have the advan- 
tage, also, of excellent earnings bases 
against excess profit taxes. The textile 
industry was highly prosperous during 
the years 1946-1947-1948. Thus, the net 
profits available for stockholders are like- 
ly to show a comparatively favorable 
trend as against those likely for many 
other industries which will be more sus- 
ceptible to excess profit taxes. There is 
exhibited below the per-share income of 
a group of representative textile compa- 
nies for the years 1946 through 1950. 


CoMBINED EARNINGS OF TEN TEXTILE 
CoMPANIES* 
(Average Earnings Per Share 
of Common Stock) 
ees SS & ew A % ol 
ay wc es es | COR 


BY 
Lae os se ce Cw 
Tee es Se we He om 
1950 Est. is 


*Bates, Berkshire, Dan River, Lowenstein, West 
Point, American Woolen, Burlington, Pacific 
Mills, J. P. Stevens, United Merchants & Manu 


facturers, 


1] 








rP'WO tables of statistics, which THE 

- EXCHANGE has published annually for 
many years, appear on this page for the 
benefit of readers desiring this up-to-date 
record. The roster of most active stocks 
holds more than the usual amount of in- 
terest, as the reported volume of 524.- 
799,621 shares on the Exchange in 1950 
was the highest in 17 years. The second 
tabulation, for persons who want to in- 
quire closely into dividend trends, shows 
in detail the dividend payments in 1950 
of listed stocks by industrial 
groups. It is a research supplement to the 
first article in this issue of the Magazine. 

Among the trends disclosed by the fig- 
ures of trading volume is the wider inter- 
est in rail securities. New York Central. 
Canadian Pacific and Baltimore & Ohio 
appear on the list. In 1949 only Canadian 
Pacific came within the group of 25 most 
active stocks. 


common 


Steel issues figured prominently in trad- 


No. of 

issues 

Listed 

Industry 12-31-50 
Aircraft 24 
Amusement 22 
Automotive . . 1 6 tt 72 
Building Trade a a ee 30) 
Ce. «4 @ @ » 6 80 
Electrical Equipment . . . . 20 
Farm Machinery 7 
a ens 31 
Food Products & Beverages . 68 
Leather & Its Products . . . 1] 
Machinery & Metals P 103 
eee ee ee 39 
Office Equipment .... . 10 
Paper & Publishing. . . . . 6 
Petroleum & Natural Gas. . 16 
Railroad & R. R. Equipment . 80 
Real Estate... ...... 10 
Retail Trade ....... 71 
NE se we ae em KH 9 
Shipbuilding & Operating . . 11 
ee ee OA ee 39 
ee er oe 15 
MOEN 3 SS de OR eR 16 
Utilities A Sage She Ue aa 4 100 
U. S. Cos. Oper. Abroad . . . 25 
Foreign Companies... . . 18 
Other Companies. . . . . . 18 
Total 1.039 








Survey of Year-End Statistics 


ing activity. U. S. Steel was the second 
most widely traded stock, the same posi- 
tion it occupied in the 1949 roster. Bethle- 
hem Steel moved up to 16th position from 
19th in 1949. Republic Steel was a new- 
comer to the list of 25 actively traded is- 
sues. 

Trading activity was substantial also in 
the motors, with General Motors, Chrys- 
ler, Packard and Studebaker appearing on 
the list. General Motors, which was split 
2-for-1 in October, was the third most 
active stock: in 1949 it ranked fourth. 

In the table of dividend payments, ag- 
gregate disbursements of each industry 
are compared with the preceding year. 
The number of individual companies 
which increased their payments, paid the 
same amount, or reduced their distribu- 
tions from the 1949 level also is shown. 
The dividend table will be brought up to 
date in THe EXCHANGE at quarterly inter- 
vals. 


Number Number Number 

Number Paying Paying Paying Paying 

Cash Dividends _ Increased Same Reduced 

1949 1950 Dividends Dividends Dividends 

12 18 12 { 2 
19 18 10 (: 2 
59 61 13 14 5 
29 29 20 6 3 
72 75 54 18 3 
18 18 14 ; 2 
ri 7 5 it 2 
30) x0 28 2 0 
63 61 35 2] 8 
10 9 1 } ; 
98 99 66 23 11 
30) 32 7 6 10 
9 9 1 1 l 
3 3 | 22 8 4 
13 3 27 12 5 
1 61 27 28 7 
ry 9 6 > 
63 64 22 34 9 
8 7 l () 
y 10 ) } } 
6 36 7 | | ] 
13 42 23 8 12 
15 15 4 9 2 
86 9% 63 28 Z 
20 19 13 } 1 
15 16 6 ; } 
17 17 3 4 0 
908 930 579 265 104 


DIVIDEND PAYMENTS IN 1950 ON COMMON STOCKS LISTED ON 


S 


$4.284.796,000 





TWENTY-FIVE 
Stocks on N. Y. 


Mosr Activi 


Stock EXCHANGE 


Reported Volume in 1950 


Radio Corp. of America 

U. S. Steel Corp... 

General Motors Corp............ 
International Tel. & Tel. Corp... 
New York Central R.R. Co..... 
Socony-Vacuum Oil Co., Inc 
Aveo Manufacturing Corp...... . 
MOU COD oiccctosidscdcosenes 
Chrysler Corp. 


Canadian Pacific Railway Co..... 
PNNMEONE Te Keccncessccaauca ce 
Emerson Radio & Phono. Corp... 
Republic Steel Corp. ........... 
Packard Motor Car Co...... 
Simeinte OR] Cong. occcicceceees 
Bethlehem Steel Corp. .......... 
Studebaker Corp. 
PON oe dail scccmanaoae > <s 
Baltimore & Ohio Railroad Co... 
UNE OU n o.6 sioseinsenio.ocn sseis 20% 
Westinghouse Electric Corp. .... 


Co. 


Benguet Consolidated Mining Co. 


Sumter Ol Comp. once ck cess ese. 
Curtiss-Wright Corp. ............ 
American Airlines, Inc. ......... 


* Old and new issues combined 
Source: Associated Press. 





8,825,700 shs. 
6,603,600 
5,672,100* 
9,252,600 
41,402,300 
4,055,300 
3,617,400 
3,581,000 
3,566,100 
3,535,900 
3,515,800 


3,343,400* 


3,226,500 
3,222,500 
3,005,800 
2,998,300 
2,997,800 
2,928,000 
2,891,200 
2,819,000 
2,787,100 
2,747,500 
2,676,100 
2,634,800 
2,618,500 


THE N. Y. STOCK EXCHANGE 


Estimated 
Aggregate Amount of 


Dividend Payments 
1949 1950 
35,421,000 $ 46,566,000 
54,475,000 71,409,000 
520,271,000 769,683,000 
71,377,000 83,767,000 
193,169,000 670,482,000 
100,712,000 168,225,000 
50,232,000 60,977,000 
81,967,000 116,546,000 
216,356,000 233,233,000 
20,384,000 19,203,000 
161,798,000 201,042,000 
145,303,000 183,630,000 
31,773,000 34,703,000 
69,541,000 83,343,000 
577,822,000 709,006,000 
228,599.000 210,649,000 
14,663,000 15,951.000 
244.869.000 270.993.000 
32,627,000 13,583,000 
15,320.000 14,838,000 
190.613.000 275,781,000 
83,717,000 88.500.000 
79,669,000 82.409.000 
979,333,000 697.975.000 
64,364,000 73,112,000 
94,505,000 110,537.000 
25,916,000 37,521,000 


$5,403.664.000 


( 


Per 
Cent 


change 


31.5% 


+31.1 
-47.9 


17.4 


-36.0 
67.0 


21.4 


142.2 


7.8 
5.8 


24.3 


26.4 


+10.7 


+-19.8 
122.7 


9.2 


5.3 


8.8 


33.6 
3.1 


44.7 


ay 


3.4 


-20.5 
+13.6 
+-17.0 
144.8 
126.1% 





ener cane, 














0 shs. 


0 
)0* 
0 
0 
0 
0 
0 
0 
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oe ssid on new pies of sucunthiés are confined mainly to a brief description of 
‘issuing corporations’ business and facilities. Detailed information is contained in the Listin 
Applications which may be obtained from member firms of the New York Stock Exchane 





















































2,643 Shares 
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HE Honolulu Oil Corporation was in- 

corporated in 1930 for the purpose of 
acquiring the business and property of 
Honolulu Consolidated Oil Company. 
which had been in business since 1910. 
It is engaged in exploring, acquiring in- 
terests in, and developing prospective 
and proven oil and gas lands; in the 
production and sale of crude oil, natural 
gas and natural gasoline. The company 
also sells propane, commercial butane 
and isobutane, which it extracts from 
natural gas. 

Crude oil is produced in 
Texas, New Mexico, Wyoming and the 
Province of Alberta, Canada. Approxi- 
mately 60 per cent of Honolulu Oil's 
production is derived from properties 
operated by it; the remainder from prop- 
erties operated by others under joint 
venture, unitization or other agreements. 
It holds additional undeveloped acreage 
in seven southwestern and southeastern 
states where geological 
being carried out. 

\pproximately 58 per cent of the com- 
pany s output is produced in California. 
) per cent in Texas, and the balance 
from New Mexico, Wyoming and Can- 
ada. Gross crude production from all 
properties of the company during No- 
vember, 1950, were reported to average 
27.119 barrels daily, and net production 
during the same month averaged 23.246 


California. 


prospecting is 


barrels daily. 


Between 1940 and 1948 the corpora- 
tion’s daily average production of crude 
oil increased 190 per cent to 35,197 bar- 
rels. This increase stemmed mainly from 
development of fields in Fresno and Kern 
Counties, California, and in western 
Texas. Heavy requirements during World 
War II, culminating in the unprecedented 
demand for petroleum products in 1948, 
also boosted production. 


Production Trends 


Drastic curtailment of crude oil pro- 
duction in 1949 and the early part of 
1950, due to shrinking demand for Calli- 
fornia and Texas crude oil, cut Honolulu 
production to approximately 25,000 bar- 
rels daily. In the latter part of 1950 do- 
mestic consumption of crude oil began 
to increase, and in September, 1950, the 
company’s daily average production was 
28,000 barrels. Gross production for the 
full year 1950 has been estimated at 
9,600,000 barrels. 

The company has two wholly owned 
subsidiaries, the inactive Fourbear Devel- 
opment Co., which holds legal title to 





lands in Wyoming. and the Industrial 
Research Laboratories, Ltd... which de- 
velops oil field processes. Drilling expen- 
ditures in 1951 for exploratory and 
development wells are expected to exceed 
the 1949 and 1950 expenses. 

Virtually all the exploratory, develop- 
ment and operating activities of the com- 
pany are carried on by its own employ- 
ees. with the exception of seismic opera- 
lions contracted to geophysical companies. 

Oil and natural gasoline are sold mostly 
to other oil companies, dry and residue 
gas principally to public utilities. Over 
95 per cent of all crude oil produced by 
the company in California is sold to 
Standard Oil Co. of California. 

In 1949 net earnings of the corpora- 
tion after taxes were reported at $6.916.- 
000, or $7.38 per share. 
in 1949 amounted to $4.50 a share and in 
1950 to $5 a share based on the numbe1 
of shares outstanding before a 2 for 1 
split in December, 1950. Dividends have 
heen paid every year since 1914 with the 
exception of 1932 


Cash dividends 


. When a dividend was 
declared but paid in the following vear. 


Natural gasoline absorption plant of Honolulu Oil Corp. in Kern County, California. 
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George Washington knew why we 


needed a Stock Exchange 


Under a buttonwood tree. . . in 1792, the third 
year of George Washington’s first term as 
President ... was the beginning of what is 
now the New York Stock Exchange. 

To pay for the Revolutionary War, “stocks” 
had to be sold by the Government. 


But people were naturally unwilling to invest 
in securities unless they could be easily resold. 
A market place was needed. 

So a few businessmen who traded in securi- 
ties decided to meet every day under the 
branches of an old buttonwood tree—only a 
few blocks from where the New York Stock 
Exchange now stands. 


Today, the New York Stock Exchange is 
basically the same in purpose as in the days 


when George Washington knew it. It is a place 
where the securities of our largest and best- 
known businesses are bought and sold at auction. 


What many people do not know is that the 
Stock Exchange does not buy or sell securities, 
or in any way set the prices. The Exchange’s 
function is to provide a national market place. 
Handling investors’ orders for a few shares, or 
hundreds, is the day-to-day business of its 
members and member firms. 


Information on America’s leading businesses, 
their financial picture, their earnings and divi- 
dend records can be had from member firms 
of the New York Stock Exchange. Their offices 
are located in 388 cities. Their facts and expe- 
rience are yours without obligation. 


Members and Member Firms of the 


New York Stock Exchange 








